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United Kingdom's Use of Fund's Resources 


The International Monetary Fund has agreed to make 
available the equivalent of $2,000 million in support 
of the foreign payments position of the United King- 
dom. The United Kingdom will make an immediate 
drawing of the equivalent of $1,500 million in nine cur- 
rencies held by the Fund and, under a stand-by arrange- 
ment, will have the right to make additional drawings 
equivalent to $500 million during the next 12 months. 

The U.K. drawing of $1,500 million will be made 
up as follows: $450 million in U.S. dollars, $270 mil- 
lion in deutsche mark, $270 million in French francs, 
$120 million in Italian lire, $120 million in Netherlands 
guilders, $90 million in Belgian francs, $75 million in 
Japanese yen, $75 million in Canadian dollars, and 
$30 million in Swedish kronor. The Fund is using 
$500 million of its gold stock to replenish its holdings 
of each of these currencies to the extent of one third of 


Par Value of 


The International Monetary Fund has concurred in 
a proposal by the Government of Iceland for a 
change in the par value of the Icelandic kréna, from 
IKr 38 = $1 to IKr 43 = $1, with effect from 
August 4, 1961. 

The new parity of the Icelandic kréna expressed in 
terms of gold and in terms of the U.S. dollar of the 


IBRD Loans fo Finland and India 


Loan to Finland 


The World Bank on August 9 made a loan equivalent 
to $25 million to provide capital for the expansion and 
modernization of production facilities in Finland’s pulp 
and paper industry. The loan, guaranteed by the Gov- 
ernment of Finland, is for a term of 15 years and 
bears interest at 5%4 per cent per annum, including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin on 
March 15, 1965. 


the drawing made by the United Kingdom in that 
currency. 

The United Kingdom has adopted a series of fiscal 
and monetary measures and certain other policies, 
which, together, are designed to restore a strong balance 
of payments position at the existing exchange rate with- 
out imposing restrictions on trade and current pay- 
ments. The drawing on the Fund will place at the 
disposal of the United Kingdom substantial amounts 
of foreign exchange while the new policies are taking 
effect. The stand-by arrangement will give a specific 
guarantee of further support for the United Kingdom’s 
efforts to maintain the strength of sterling and thus 
to promote exchange stability generally. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., August 4, 1961. 


Icelandic Krona 


weight and fineness in effect on July 1, 1944 is as 
follows: 0.0206668 gram of fine gold per Icelandic 
kréna; 1,505.00 Icelandic krénur per troy ounce of 
fine gold; 43.0000 Icelandic krénur per U.S. dollar; 
2.32558 U.S. cents per Icelandic kréna. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., August 3, 1961. 


Nineteen commercial banks—eleven in the United 
States, six in the Federal Republic of Germany, and 
two in the Netherlands—are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$1,707,000 in various currencies. The participations 
cover the first two maturities falling due in March and 
September 1965 and portions of the maturities of 
March 1966 and September 1971. 

The loan was made to the Mortgage Bank of Finland 
Oy, a subsidiary of the Bank of Finland, established 
in 1956 as a channel through which long-term foreign 


CUMULATIVE SUMMARY INDEX 


There is enclosed with the current issue of this News Survey a cumulative summary index for the first six months 
of 1961. It is hoped to issue, in future, such a summary index at the end of each of the first three quarters in 
each year. The customary fully detailed index will continue to be issued after the completion of each volume. 
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loans could be made to Finnish enterprises. The 
Mortgage Bank will relend the proceeds of the World 
Bank loan to seven private companies, to enable them 
to increase their output of sulphate pulp, newsprint, 
high-grade printing papers, and kraft paper. The seven 
projects, estimated to cost the equivalent of approxi- 
mately $113 million, form part of the fourth program 
of expansion and modernization undertaken by Fin- 
land’s pulp and paper industry since World War II. 
Between 1949 and 1959, the World Bank made 
five loans, totaling the equivalent of $68.3 million, for 
these programs. The companies will meet the financial 
requirements not covered by the present loan from their 
own resources and from other borrowings. 


Loan to India 


Also on August 9, the World Bank made a loan 
equivalent to $35 million to India to assist the private 
coal mining industry to expand production. To meet 
the industrial goals of the Third Five-Year Plan, India’s 
annual production of coal will need to be increased by 
some 80 per cent above present output—from 54.6 mil- 
lion tons to 97 million tons in 1966, the last year of 
the Plan period. 

The loan is for a term of 15 years and bears interest 
at 534 per cent per annum, including the | per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in May 1966. Four 
private banks are participating in the loan, without 
the World Bank's guarantee, to the extent of $875,000, 
representing portions of the first maturity. The partici- 
pating banks are Bank of America National Trust and 
Savings Association, Irving Trust Company, Wells Fargo 
Bank American Trust Company, San Francisco, and 
the New York Agency of The Hongkong and Shanghai 
Banking Corporation. 

Private companies, as their part of the program, 
intend to expand existing facilities and open new mines 
to increase their annual production of coal from 
44 million tons to 61 million. The total cost of this 
program during the Five-Year Plan is estimated at the 
equivalent of $116 million. It is expected that the 
private companies will be able themselves to provide 
the rupee financing for this expansion, but they will 
need access to foreign exchange for imported equip- 
ment. The Bank loan will provide $30 million for 
imported spare parts, replacements, and equipment 
required during the first two years of the Plan period 
for the expansion of existing mines, together with 
$5 million for the opening of certain new mines, which 
should take about four years to complete. 

Bank for Reconstruction and 
Development, Press Releases, 
D.C., August 9, 1961. 


Sources: International 
Washington, 


Europe 


United Kingdom and the EEC 


In a speech to Parliament on July 31 the Prime 
Minister, the Rt. Hon. Harold Macmillan, said that 
during the past nine months the United Kingdom had 
had useful and frank discussions with the Governments 
of the countries in the European Economic Commu- 
nity (EEC). The stage had now been reached where 
further progress could not be made without entering 
into formal negotiations. Mr. Macmillan believed that 
most people would feel unable fairly to judge whether 
it was possible for the United Kingdom to join the 
EEC until there was a clear picture before them of the 
conditions on which Britain could join, and of the 
extent to which these conditions could meet Britain’s 
special needs. Article 237 of the Treaty of Rome 
envisaged that the conditions of admission of a new 
member and the changes in the Treaty necessitated 
thereby should be the subject of an Agreement. Negoti- 
ations would, therefore, be necessary to establish the 
conditions on which the United Kingdom might join. 
In order to enter into these negotiations it is necessary 
under the Treaty to make formal application to join 
the EEC, although the ultimate decision to join or not 
must depend on the result of the negotiations. 
Mr. Macmillan said that after long and earnest consid- 
eration the U.K. Government had come to the conclu- 
sion that it would be right for Britain to make a formal 
application under Article 237 of the Treaty, with a 
view to joining the Community if satisfactory arrange- 
ments could be made to meet the special needs of the 
United Kingdom, of the Commonwealth, and of the 
European Free Trade Association. 

The Prime Minister said that if, as he earnestly 

hoped, the offer to enter into negotiations with the 
EEC were accepted, Britain would spare no efforts to 
reach a satisfactory agreement. The negotiations might 
be protracted, because of their detailed and technical 
character, and there could, of course, be no guarantee 
of success. When they were brought to a conclusion, it 
would be the duty of the U.K. Government to recom- 
mend to Parliament the course that should be pursued. 
No agreement would be entered into until it had been 
approved by Parliament, after full consultation with 
other Commonwealth countries by whatever procedure 
they might generally agree. 
British Information Services, Britain and 
E.E.C. (Text of Statement by the Prime Min- 
ister in the House of Commons, July 31, 
1961), New York, N.Y., July 31, 1961. 


Source: 


U.K. Reserves and Sterling Quotations 


The United Kingdom’s holdings of gold and convert- 
ible currencies fell in July by £114 million, to £876 mil- 
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lion. The decline, which was largely concentrated in 
the first three weeks of the month, was the result of a 
continued withdrawal of funds from London, coupled 
with the underlying deficit in the balance of payments. 
Although cooperation with European central banks 
continued in July, no new operations to help the pound 
were entered into, and some previous assistance under 
the so-called “Basle arrangements” was repaid as it 
matured. Since the announcement by the Chancellor of 
the Exchequer of the adoption of new economic meas- 
ures (see this News Survey, Vol. XIII, p. 233), funds 
have moved slowly but persistently back to London. 
The pound has improved steadily in the foreign 
exchange markets, reaching a parity of $2.80 with the 
U.S. dollar on August 2 for the first time since 
April 1961. The pound closed at $2.79% on August 2, 
compared with $2.78% a week earlier. On August 8, 
the New York quotation had recovered to $2.8047. 
The Times has suggested that the strengthening of the 
pound has enabled the Bank of England to add a small 
amount to its reserves of gold and convertible currencies. 


Sources: The Times, London, England, August 3, 
1961; The Wall Street Journal, New York, 
N.Y., August 9, 1961. 


Monetary Developments in Norway 


Mainly because of the Government’s fiscal operations, 
the Norwegian banks’ holdings of liquid funds (cash, 
deposits in the Bank of Norway and with the Postal 
Giro, and Treasury bills) have been on a somewhat 
lower level in 1961 than in the previous year. In the 
period January-May 1961 their holdings of liquid 
funds fell by NKr 564 million ($79 million), compared 
with NKr 533 million in the same period of 1960. 
At the end of May 1961, the banks had net foreign 
liabilities of NKr 127 million, against net assets of 
NKr 181 million at the same time in 1960. 

In the first five months of 1961 lending by the banks 
increased by NKr 961 million (8.7 per cent), compared 
with an increase of 7.4 per cent in the same period 
of 1960. Lines of credit, of which those granted for 
building are the most important, accounted for almost 
two thirds of the increase in both periods. Lines utilized 
in the period January-May 1961 rose more sharply 
than in the same period of 1960, whereas the increase 
in lines granted was somewhat less than last year. 
As a result, unutilized lines of credit were reduced 
by NKr 127 million; in the first five months of 1960 
they had risen by NKr 69 million. Owing to the large 
increase in credit granted in the last seven months of 
1960, however, the unutilized amount at the end of 
May 1961 was NKr 2,571 million, NKr 242 million 
more than a year ago. These unutilized lines of credit 
represent potentialities of further credit expansion in 
the coming months. 


On May 31, 1961 total domestic lending by the banks, 
excluding debenture loans and interbank loans, was 
NKr 1,206 million higher than a year earlier, an 
increase of 11.2 per cent. 

Total deposits increased in the first five months of 
1961 by NKr 108 million (8 per cent)—about the 
same as last year. At the end of May 1961, deposits 
in the commercial banks and savings banks from the 
general public were NKr 916 million higher than at the 
same time last year. The larger increase in bank lendings 
than in bank deposits is connected with the considerable 
reduction of liquidity resulting from the operations 
of the Government and of the Bank of Norway. 

In the first five months of 1961 lending by the State 
banks rose by NKr 197 million (2.9 per cent), com- 
pared with an increase of NKr 162 million (2.6 per 
cent) in the same period of 1960. Total commitment 
budgets for 1961 have been fixed at NKr 917 million, 
and net lending has been estimated at NKr 608 million. 
Corresponding figures for 1960 were NKr 897 million 
and NKr 543 million, respectively. 

Source: Norges Bank, Bulletin, Oslo, Norway, July 10, 
1961 


Sweden's Reserves and the Money Market 


The recent improvement in the Swedish foreign 
exchange position has been greater than that in the 
foreign trade balance. In the first six months of 1961, 
total gold and foreign exchange reserves increased by 
SKr 567 million, to SKr 3,455 million ($667 million), 
whereas in the same period of last year they had fallen 
by SKr 415 million. This considerable change was, 
however, attributable to an increased recourse to foreign 
credit, occasioned by the monetary contraction and the 
relatively high level of interest rates in Sweden. The 
inflow of foreign exchange has strengthened the liquidity 
of the Swedish money market, but this strengthening 
has been more than offset by the tightening of financial 
and monetary policies. Moreover, government borrow- 
ing has been gradually switched from the banking sys- 
tem to the open market, and the liquid funds of 
business firms have been absorbed by sales of Treasury 
bills and payments into blocked investment accounts 
at the Riksbank. This gradual absorption of market 
liquidity is reflected in the deposit figures of the com- 
mercial banks, which at the end of June were 2.7 per 
cent lower than a year earlier. 


Svenska Dagbladet, Stockholm, 
July 22 and 26, 1961. 


Sources: Sweden, 


Economic Situation in Finland 


The latest review issued by the Economics Depart- 
ment of the Finnish Ministry of Finance states that the 
increase in production during the spring and summer 
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of 1961 more or less kept pace with the rise during 
the latter part of 1960. Production as a whole is now 
approximately 6 per cent above last year’s level, and 
since the trend is still upward in most Western European 
countries and in the United States, it may be expected 
that developments in Finland will continue to be favor- 
able during the coming months. Business activity has 
been stimulated by the high level of demand for export 
products in all the more important markets. The rate of 
expansion of consumption is still tending to increase, 
but the increase in investment has already begun to 
slow down. The rise in consumption stems from the 
growth of incomes: the wage bill in the first half of 
1961 was 10 per cent higher than in the corresponding 
period last year (3 per cent due to increased employ- 
ment and 7 per cent to a higher level of earnings). 
The value of exports in the first half of 1961 was 
10 per cent higher than in the first half of 1960; export 
prices were, on average, 2 per cent higher and volume 
increased by about 8 per cent. Imports in the first half 
were 8 per cent higher in value and 11 per cent greater 
in volume, as import prices were a little lower. The 
trade deficit amounted to Fmk 35 billion in the first 
six months of 1961, about the same as last year 
However, as a result of new long-term and medium- 
term credits taken up this year, and a simultaneous 
increase in short-term commercial credit, the net foreign 
exchange reserves of the Bank of Finland increased by 
Fmk 6.1 billion, to Fmk 70.6 billion ($221 million) 


den 


They are now equal to about two months’ imports, 
which under present conditions must be regarded as 
a minimum 


In the first six months of 1961, the volume of indus- 
trial production increased by about 8 per cent; the 
production of consumer goods rose by 7 per cent and 
that of capital goods by about 10 per cent. These 
increases brought about an expansion in employment 
in industry, estimated at nearly 5 per cent during the 
first half of the year. Prices have remained more or 
less stable, but the increase in wages has been slightly 
larger than the increase in productivity, so that a slight 
upward movement of the price level is likely during 
the current year 
Source: Hufvudstadsbladet, Helsinki, Finland, July 27, 
1961 


Belgian Taxation on Income from Securities 


In conformity with Article 131 of the law for financial 
recovery, economic expansion, and social progress 
see this News Survey, Vol. XII, p. 585), 
voted on February 14, 1961 by the Belgian Parliament, 
and in order to combat tax evasion on personal income, 
the Government has, by a decree of July 14, 1961, 


brought into force an addition to the taxes on incomes 


(loi unique 


from securities, based on the system of deduction at 
source (le précompte) used for the taxation of wages 
and salaries. 

From September 1, 1961, a portion of the personal 
income tax (impdét complémentaire personnel) will be 
collected in advance by means of a 10 per cent deduc- 
tion at source from dividends and interest paid on 
coupons of bearer securities, public and private. How- 
ever, private persons residing in Belgium, and companies 
or associations having their registered office in Belgium, 
will be entitled to refuse to pay the anticipatory tax if 
they authorize the paying agent to declare to the income 
tax department the amount paid and the identity of 
the beneficiary. Holders of Belgian securities who do 
not reside in Belgium and who are not themselves liable 
for the Belgian personal income tax can take steps to 
be exempted from the deduction. 


Sources: Moniteur Belge, July 17, 1961, and La Libre 
Belgique, August 5-6, 1961, Brussels, Bel- 
gium; The Journal of Commerce, New York, 
N.Y., August 4, 1961. 


Middle East and Africa 
Pakistan's Budget for 1961-62 


[he Minister of Finance, in presenting the budget 
for the year beginning July 1, 1961, emphasized that 
Pakistan’s public finance in 1960-61, for the first time 
in some years, had not involved any inflationary financ- 
ing. The financial situation in general was considered 
satisfactory. During the year the money supply had 
risen by 4.5 per cent, partly because of an accumulation 
of foreign exchange reserves. Prices had remained rela- 
tively stable, except for jute and cotton (for which 
world market prices had increased) and textiles (for 
which the price had risen after price controls were 
removed to stimulate production). Import liberalization 
had lowered the prices of some imported commodities. 

Food production had shown some increase but the 
deficit position continued. As a result, Pakistan had to 
rely heavily on the supply of foodgrains under U.S. Pub- 
lic Law 480 arrangements, and would continue to rely 
on such supplies on a large scale during future years, 
utilizing the local currency proceeds to finance part of 
the local currency expenditures of its development pro- 
gram. Industrial production had risen by 12 per cent. 

The revised ordinary budget for 1960-61 showed 
revenues of PRs 1.97 billion ($410 million) and ex- 
penditures of PRs 1.74 billion, leaving a surplus of 
PRs 225 million—PRs 141 million more than was origi- 
nally budgeted. On the other hand, the revised capital 
budget for 1960-61 showed revenues of PRs 1.80 bil- 
lion and expenditures of PRs 2.04 billion, with a deficit 
of PRs 238 million. The net result has been a slight 
lowering of government cash balances. For 1961-62, 
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the ordinary budget estimates revenues at PRs 2.16 bil- 
lion and expenditures at PRs 1.92 billion, leaving a 
surplus of PRs 236 million. The capital budget shows 
receipts of PRs 2.4 billion and expenditures of 
PRs 2.3 billion, leaving a surplus of PRs 968 million, 
of which PRs 700 million will be used for debt retire- 
ment. Foreign assistance and grants will account for 
PRs 1.47 billion of capital receipts. 

No new taxes are proposed and the yield on certain 
taxes has been reduced by granting exemptions. The 
marginal income tax rate has been reduced from 80 per 
cent to 75 per cent. Deductions from taxable income 
in respect of investments in approved industries have 
been raised from 20 per cent to 30 per cent. Intercor- 
porate taxes have been reduced from 15 per cent to 
10 per cent. The tax holiday granted to new industries 
has been extended both in time and in scope. A long 
list of commodities, including all commodities and raw 
materials required in the export trade, has been 
exempted from sales tax. Depreciation allowances have 
been increased and, in many cases, import duties have 
been cut or exemptions granted. 

The five-year development program, now in its 
second year, which had forecast expenditures of 


PRs 19 billion by the government and private sectors, 
has now been revised to PRs 23 billion, exclusive of 
PRs 3.2 billion to be spent on the Indus Basin project. 


Pakistan will rely substantially on foreign aid and 
grants to finance its development program. Large com- 
mitments have already been made by an international 
consortium for financing the Indus Basin project, and 
another international consortium, in collaboration with 
the International Bank for Reconstruction and Develop- 
ment, has committed for 1961-62 $320 million over 
and above the $230 million already committed for 
projects covered by the current five-year plan (see this 
News Survey, Vol. XIII, p. 179). The United States 
has also assured Pakistan of continued liberal assistance 
under U.S. Public Law 480. 


Sources: Budget Speech of the Minister of Finance, 
and Documents on the 1961-62 Budget, 
Rawalpindi, Pakistan. 


Pakistan's Balance of Payments, 1960 


Pakistan’s foreign exchange receipts during 1960 
amounted to nearly PRs 2.24 billion ($470 million), 
compared with PRs 1.92 billion in 1959. The upturn 
of PRs 316 million in receipts was due mainly to a 
sharp increase in exports, which were PRs 265 million 
more in 1960 than in 1959 and totaled PRs 1.93 bil- 
lion. This improvement was due to favorable price 
trends for jute and to a good cotton crop. Foreign 
exchange payments during 1960 amounted to just over 
PRs 2.24 billion, compared with PRs 1.68 billion in 
1959. Private account imports during 1960 amounted 


to PRs 1.58 billion, while government transactions and 
transactions in invisibles accounted for PRs 0.66 billion. 
Since July 1960, Pakistan has followed an import 
liberalization program (see this News Survey, Vol. XII, 
p. 425, and Vol. XIII, pp. 22, 37, and 101). 

The balance of payments on current account in 1960 
showed a deficit of PRs 6.2 million. This was, however, 
more than offset by a sharp rise in the net capital 
inflow. Consequently, Pakistan’s foreign exchange hold- 
ings increased by a further PRs 66.8 million, to 
PRs 1.29 billion on December 31, 1960. The reserves 
continued to improve, and reached PRs 1.43 billion 
($300 million) by March 1961. However, owing to 
seasonal factors and increased imports, they declined 
by June 1961 to PRs 1.26 billion, a level slightly higher 
than that of June 1960. 


Sources: Budget Speech of the Minister of Finance, 
and Documents on the 1961-62 Budget, 
Rawalpindi, Pakistan 


Arab Capital in Iraq 


According to legislation announced on July 24, 
1961, Arab capital invested in Iraq will be treated as 
Iraqi capital to qualify for the privileges afforded by 
the Law for the Encouragement of Industry, i.e., it will 
be subject to the same exemptions from the prefits tax 
and customs duties as Iraqi capital. It will also be 
considered as part of the minimum 60 per cent Iraqi 
capital that every industrial enterprise must maintain 
to have these privileges under that Law. 

Source: Middle East Economic Digest, London, Eng- 
land, July 28, 1961. 


Petroleum Production in Nigeria 


A major increase in the production of crude oil in 
Nigeria has been announced by the Shell-B.P. Petro- 
leum Development Company. It is expected that the 
current production of about 20,000 barrels daily will 
be increased, within the next few months, to 60,000 bar- 
rels, i.c., about 3 million tons a year, worth perhaps 
$35 million. The provisional forecast is that production 
will reach 100,000 barrels daily by 1965. Oil produc- 
tion in Nigeria began in 1957, during which year about 
7,000 barrels a day were produced. 


Source: West Africa, London, England, June 24, 1961. 


U.K. Government Loans to Rhodesia and Nyasaland 


The U.K. Government has agreed to lend £5 million 
to the Federal Government of Rhodesia and Nyasaland 
to finance the purchase of U.K. goods and services for 
development programs during the next 2 years. The 
loan will be repayable over 20 years. 
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It has been agreed that the deficit in Nyasaland’s 
capital budget for 1960-61 (about £600,000) shall be 
met by a U.K. Exchequer loan under the Colonial 
Development and Welfare Act. Assistance under this 
Act toward Nyasaland’s deficit on capital account in 
1961-62 is also being considered, as is similar assistance 
to Northern Rhodesia for its development program. 


Source: The Times, London, England, July 14, 1961. 


Far East 
Ceylon's Budget, 1961-62 


Che budget of the Government of Ceylon for 1961-62, 
as proposed by the Minister of Finance on July 27, 
shows a deficit of Rs 701 million ($147 million), 
compared with the latest estimated deficit of Rs 460 mil- 
lion ($97 million) for the current fiscal year ending 
September 1961. Total expenditures are estimated at 
Rs 2,313 million and revenues at Rs 1,611 million. 
Expenditures for economic development are estimated 
at Rs 621 million, an increase of Rs 179 million over 
the current fiscal year. Increases in other expenditures 
will amount to Rs 133 million. 

In an attempt to meet the deficit in the coming year, 
a number of proposals were put forward by the Govern- 
ment: (1) Increases in import duties and excise duties 
and new excise duties are expected to yield Rs 51 mil- 
lion. (2) The 15 per cent surcharge on income tax is 
to be retained, to yield Rs 35 million. (3) Increases in 
the prices of flour and sugar under government monop- 
oly are expected to yield Rs 43 million. (4) Subsidies 
on rice to income tax payers are to be withdrawn; 
payments in this respect since April 1, 1961 will be 
recovered. (5) The limit for exemption from liability 
to pay the tax on wealth (personal possessions) is to 
be lowered. (6) A 4 per cent National Development 
Tax is to be imposed on personal incomes exceeding 
Rs 300 a month. (7) Ceilings on annual incomes are 
to be imposed ranging from Rs 37,000 ($7,750) for 
a single person to Rs 54,000 ($11,300) for a family 
of four. Excess income is to be taxed by a special super- 
tax, but SO per cent of this will be returned to the 
assessee in 5 per cent tax-free government bonds 
(8) New scales are to be set for business registration 
tax and land tax. (9) Sales tax is to be imposed; the 
commodities, both local and imported, to be taxed will 
be determined later. 

The Government proposes to nationalize the Bank 
of Ceylon, which is now partly owned by the State 
Also, it is proposed to restrict the opening of new 
accounts by Ceylonese citizens in foreign banks 
Ceylon 
1961. 


Source News, Colombo, Ceylon, August 3, 
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Budget of Cambodia 


Cambodia’s budget for the calendar year 1961, 
which was approved by the National Assembly on 
January 10, 1961, estimates expenditure at 4,887 mil- 
lion riels, an increase of 467 million riels (1.5 per 
cent) over the estimated expenditure f sr 1960. Invest- 
ment expenditure for 1961, 710 million riels, will be 
practically the same as in 1960. 

Defense expenditure is estimated at 1,266 million 
riels, 83 million riels more than the 1960 figure; its 
financing from domestic resources will increase from 
763 million riels to 866 million riels, as foreign military 
aid has been decreased from 420 million 
400 million riels. 


riels to 


Total estimated receipts include foreign military aid 
but exclude foreign economic aid. It is expected that 
the 1961 budget will be balanced by incorporating as 
revenue 362 million riels of surpluses from previous 
years, and by drawing on the Road Development Fund 
and Treasury balances to the extent of 100 million 
riels and 729 million riels, respectively. 

Source Nationale 


Banque du Cambodge, Bulletin 


Mensuel, Phnom-Penh, Cambodia, April 1961. 


Japan's Trade and Exchange Liberalization Program 


The Japanese Government decided on July 18, 1961 
to speed up its trade and exchange liberalization pro- 
gram, as the country’s balance of payments position 
improves. It will now aim at liberalizing 90 per cent 
of imports (on a 1959 basis) by the end of Septem- 
ber 1962. The original program, adopted by the Gov- 
ernment in June 1960, provided for the elimination 
within two years of exchange restrictions on current 
invisible transactions and the attainment within three 
years of an import liberalization ratio of 80 per cent 
(90 per cent, if coal and petroleum imports were also 
liberalized). The Ministerial Council for Promotion of 
[rade and Exchange Liberalization is to work out the 
detailed schedule of liberalization, together with other 
necessary measures. 

Source: Nihon Keizai Shimbun, Tokyo, Japan, July 18, 
1961. 


Western Hemisphere 


Credit Situation in Mexico 


In a review of the credit situation in Mexico by the 
Banco Nacional de Mexico, S.A., a private commercial 
bank, it is noted that total bank credit in Mexico 
increased by 23.8 per cent in 1959 and 26 per cent 
in 1960. Credit granted to agriculture and industry 
during these periods rose substantially more than credit 
to commerce and trade. The total volume of credit in- 
creased in 1960 by Mex$8.1 billion (US$650 million), 
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of which credit to agriculture and industry rose by 
Mex$6.2 billion (31 per cent), which is a far greater 
increase than in any year prior to 1960. 


Source: Banco Nacional de Mexico, S.A., Review of 


the Economic Situation of Mexico, Mexico, 
D.F., June 1961. 


Costa Rica's Exchange System 


As an interim move toward the establishment of a 
unified exchange rate in Costa Rica, the list of imports 
considered as primary necessities, and hence entitled 
to the official rate of exchange, has been sharply re- 
duced. With effect from June 20, 1961, the following 
imports must be paid for at the free market rate of 
exchange (¢ 6.65 = US$1) rather than at the official 
import rate (¢ 5.67 = US$1): agricultural and indus- 
trial machinery and apparatus; electric wire, motors, 
and transformers; metal products; paper products; 
various raw materials, including fertilizers; and miscel- 
laneous products such as books, erasers, sewing needles, 
and nonelectric flatirons. The Government has pro- 
posed to Congress an exchange reform which would 
alter the par value of the Costa Rican colén from 
¢ 5.615 = $1 to € 6.625 = $1. 


Sources: Diario Oficial, Alcance No. 35 a la Gaceta 
No. 149, San José, Costa Rica, July 2, 1961; 
Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 31, 
1961. 


Economic Developments in Surinam, 1960-61 


In 1960 Surinam’s economy continued to develop at 
a satisfactory level, slightly higher than before. Both 
imports and exports attained unprecedented volumes, 
exports of bauxite rising by 7 per cent to the record 
quantity of 3,634,000 metric tons. 

“Operation Grasshopper,” a plan for the opening up 
and geological reconnaissance of the interior (see 
this News Survey, Vol. XII, p. 560), proceeded regu- 
larly in 1960. Funds for this plan were received, inter 
alia, from the United Nations Special Fund. The 
Brokopondo project (a combined hydroelectric power 
and bauxite smelter project) also made progress. A 
75-kilometer road into the interior was completed, con- 
necting Paramaribo (the capital) with the site of a dam 
to be built on the Suriname River. About 1,700 work- 
ers are now engaged in this huge project. However, 
the rapidly increasing consumption of electrical energy 
indicates that the approximately 80 million kilowatt 
hours, which under the Brokopondo agreement are to 
be made available from the dam to consumers other 
than the bauxite plant, will already be insufficient by 
1968. Investigations have accordingly been made into 
the possibility of also building a few small hydroelec- 
tric plants on the Saramacca River. 


A record quantity of work (valued at Sur. f. 21 mil- 
lion ($11 million) in 1960, against Sur. f. 13.3 million 
in 1959) was carried out under the Ten-Year Devel- 
opment Plan (1955-64). Since the total amount of 
funds to be provided under this Plan (Sur. f. 127 mil- 
lion) will have been exhausted by 1965, plans have 
been drawn up to carry out public service projects after 
that date. The Netherlands Government has declared 
its willingness in principle to cooperate in the financing 
of new projects to the value of Sur. f. 80-100 million 
on the same basis as it cooperated in the present Ten- 
Year Development Plan, i.e., by grants equal to one 
third of the costs of the projects and loans to the 
Surinam Government equal to another one third. 
Plans for this later period devote special attention to 
the promotion of industry. 

In 1960 a new investment regulation took effect, 
offering substantial fiscal reliefs for the establishment 
of new enterprises, for ocean-going shipping lines, for 
investments in securities, and for companies exploiting 
patents. Furthermore, the Surinam Parliament re- 
cently passed a bill which provides for the setting up 
of the Surinam Industrial Development Foundation to 
carry out industrial research and encourage indus- 
trialization in Surinam. New legislation will be in- 
troduced which will provide for setting up also an in- 
stitution to finance industrial projects. 


Source: Finance Corporation for National Reconstruc- 


tion, Annual Report, 1960, The 
Netherlands, 1961. 


Hague, 


Loan from European Banks to Brazil 


Brazil has now signed agreements with 50 European 
banks to provide the equivalent of US$110.5 million 
in stand-by credits for the Brazilian stabilization pro- 
gram. Private banks in eight Western European coun- 
tries participated in the following amounts: Belgium, 
$6 million; Federal Republic of Germany, $32 million; 
France, $21 million; Italy, $21 million; Nether- 
lands, $7.5 million; Sweden, $2 million; Switzerland, 
$12.5 million; and United Kingdom, $8.5 million. 
The credits, which will supplement the stand-by ar- 
rangements previously negotiated with the International 
Monetary Fund and the U.S. Treasury (see this News 
Survey, Vol. XIII, pp. 145 and 159), will be available 
until June 30, 1962. 


Source: O Estado de S. 
August 2, 1961. 


Paulo, Sao Paulo, Brazil, 


Argentina's Views on the EEC 


At the recent meeting of the heads of governments of 
the members of the European Economic Community 
(EEC), the Argentine Government submitted a memo- 
randum which expressed apprehensions about the fu- 
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ture of Argentine (and other Latin American) exports 
to the EEC countries. 

The memorandum referred to the adoption by 
Argentina, from January 1, 1959, of a multilateral, 
nondiscriminatory trade policy, following the inception 
of a program of economic expansion in May 1958. The 
substitution for exchange controls of a system free 
from state intervention was inspired by the confident 
expectation, on the part of the Argentine Government, 
that Argentine exports would enjoy similar treatment 
in foreign markets. These expectations have not been 
fulfilled. On the contrary, the tendency of the European 
regional associations (such as the EEC and the Euro- 
pean Free Trade Association) has been to create 
rigorously preferential zones, which have unfavorable 
implications for the agricultural exports of Latin 
America. Similar misgivings have been aroused by the 
policy of protective tariffs and subsidies on the part 
of the United States, and by the present policy of a 
massive expansion of U.S. agricultural exports through 
the program “Food for Peace.” 

Despite its representations to the foregoing effect, 
the Argentine Government was not permitted to partici- 
pate in the negotiations for the evolution of the Or- 
ganization for Economic Cooperation and Develop- 
ment, nor in the work of the Development Assistance 
Group. It considers that this involved unjustified dis- 
crimination; there should be reciprocity not only in 
name but in practice. 

Argentina has undertaken an enormous effort to re- 
habilitate its agricultural sector, of which the immediate 
result has been an increase in agricultural exports 
But progress in this direction is threatened by the pro- 
tectionism of the highly industrialized countries of the 
West, which are Argentina’s traditional markets. More- 
over, the opening of new markets for Latin American 
products is prejudiced by the policies of such Western 
countries as the United States and Canada, which 
apply a variety of methods to capture the expanding 
Afro-Asian markets. 

The Argentine Government expressed the hope that 
the meeting of the member countries of the EEC, 
which opened in Bonn on July 18, 1961, would give 
special attention to the justified alarm felt by Argentina 
In particular, the Argentine Government reiterated its 
desire that the meeting might study and formulate a 
mechanism of coordination between Western Europe 
and Latin America. 

Source: La Nacién, Buenos Aires, Argentina, July 19, 
1961. 


Managing Director of the Fund 

The Executive Directors of the International Mone- 
tary Fund have extended the appointment of Mr. Per 
Jacobsson as Managing Director of the Fund through 


February 5, 1964. The extension is for the maximum 
period of time permitted under the By-Laws of the Fund 
governing the age limit for this position. Mr. Jacobsson 
began a five-year term of office in his present position 
on November 21, 1956. As Managing Director of 
the Fund, he also serves as Chairman of its Executive 
Board. 


Source: International Monetary Fund, Press Release, 


Washington, D.C., August 6, 1961. 


Fund Executive Director 


Mr. Frank A. Southard, Jr., has been nominated by 
President Kennedy for another two-year term as Ex- 
ecutive Director of the Fund for the United States. 
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